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Bear Appl.icant :

‘rhis ia a final aiverse tuling a8 to your exzw.pl: uncun under section
501{c){4) of the Intmmal Revcmxe Code.

cm: adwrne ruling vas made for the tolimug rcnon(s)x

!ou are opm:a:ed primri.ly for the benefit of 7o\xt mzmlserl, ththar
than exclusively for the premoticn of social welfare, becmn you oay’
provide extexfior mintcmmce of privete regidences,

You are required o ﬁ.le Iedetnl i.ncomc tax Teturns on the abcve form.

Based on the financial information you furnished, Lt appoars that returns

should be filed for the yesrs shown above, These ¥eturna should be filed
n " with your key District Director for exempt atgmh.tm vatters within 30
days from the date of this letter unless z request for an extension of
time is granted.  Returns for subsequect tax yasars should be filed with the .
appropriate service center xndicated in the 1nstructcrn for. :hou returns,

1f you have any quegtions, pleuse contact the perxan vhose name and
telephone n\m‘bet axe shown :la Lbo haadinn of :hzs lettu‘.

Thank you for your cooperatiou.

' -’Sii\ce:ely yoﬁ;s,«
- - : ss;gnlﬁ\

Chilef, EKxempt Organizationa
. Tuchni.c(l Brmch
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District Divectoi' of Internal Revenua. o oL
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Your income is from member assessmenls, interest and late charges.
Expenditures are for maintenance of the common area, snow removal,
management fee, utilities, imsurance, professional fees, repairs, office
supplies, ircome tax and carpital replacements.

section 501(c) {4} of the Code provides for the recognition of exemption of
civic leagues or organizations not organized for profit, but operated
gxclusively for the promotion of social welfare.

Section 1.501(c) {4)~1(aj{2)(1) ~f the income tax regulations provides that
an organizationh is operated exclusively for the promeotion ¢f sccial
wyelfare if it is primarily engagedé in promoting in some vay the common
good and the general welfare of the people of the commudity. BAn
srganizatiocn embraced within this section is cne whick is operated fcr the
purpese of bringing about civic betterments and sccial improvements.

Revenue Ruling 69-280, published in Internal kevenue Cumilative Bulletin
1969-1, pags 152 holds that a nen-preiit corporatisn forred for the
purpose of providing specified services £cor the homeowners in 2 housing
developnent 15 not exeapt 25 a 501{c) {4) socizl weltfaraz organization.
purchaser of 2 unit in the housing development was raquired to becows a
member. The organization was supported entirely »y annual dues charged
members. It vas deternined that the orgapizaticn wag performing services
that its members would ctherwise have to provide for themselves z2nd that
fhe organization was operzted primarily for the private benrefit of
wembers.

»
n

Revznue Ruling 72-102, 1972-1 C.B., page 149, states thar z nom-prefit
crganization fornsd to preserve the appearance cf a housing development
and to maintain streets, sidewalks, and common arsas for use of the

residents is exenpt undar section 3814¢c) {4} of the Code. Kemh rzhip is

required of all nwners of real property in the development, and

assessments are lawisd to suprort the organization's act1v1t1es. it was
held that by waintairing the property normally maintaiped by a munizipal
governmant, the organization served the common gcod and general welfare of
the people of fhe compunity.



Revenue Ruling 74-$9, 1974-1 C.B., page 131, modified Revenuz Ruling
72-102 by stating guidelines under which a homeowner's association could
quzlify for exemption undexr section 501(<}{4) 2f tha Code. These
guidelines are:

1. The ovganization must service a "community” which bears a
reasonable, recognizable relationship to an area ordinarily
identified as a governmental unic.

2. It must nct ccrnduct activities directed to the exterior
nairtenance of private residencaes; and

3. The conpon areas or facilities must be for the use and
enijoyrment cf the general public,

This ruling states that a conamunity, within the meaning ¢of section

501{c) {4} of the Code and the regulations, "... is ndot simplv an
aggregition of heomeowners bound together in a structurad yaic formed as el
integral part of =z rlan £or the develcpment of 2 raal sstate subdivision
ard the sale and purchass of homes therein,”

Your assqciat
of privat 2

< on conducts activities diracted tc the exterior wmaintenance
z rasi

merbers, i.=
opl

idences. You ale operating for the private bemefit of
. 1o% cwnars, and not for the benafit of thzs ganeral welfarz
¢ ¢f the commvnity.

Therefore. wou 45 not qualify ior exemption from Federal 2ncone tax as an
organization described in section 50i{c) (4} cf the Code.

Until you have established an exempt status. you are net reliaved o9f the
requirement for filing Federal income tax returns.

vour attention is callad to section 528 of the Internal kavenue Code which
was added by the Taz Reform Act of 1976. This section provides that. in
certaln circumstances, a nor—exeapt Lomecwners associatica may elect not
to be taxed on its "exempt function income” which includes membership
dues, faes or assessments from owners of real property. The election is
made by filing Porm 1120H. 1If you detarmine that your organization
gqualifies under csection 528, you may tind it beneficial to make this
ele<ticn.



If you 4o not accept our findings, we rzccmrnénd that you request z
confersnece with a3 member of onr kegional Office of Appeals. Your request
for a conference should include a written appeal giving the facts, 1law,
and any other information tc support your position as explained in the
enclosed Publication £%2. You will then be contacted to arrange a date
for a conference. The conference may be held at the R=giocnal Cffice, or
if you request, at any autually convenient District 0ffice. If we &0 not
hear from you within 30 days of the date =f thisg letter, thie
determination will beccoma final.

Sincarely yours.

District Director

Enclosure: Publication §92



